    CHAPTER 9.  PROCUREMENT AND CONTRACT ADMINISTRATION

                    Section 1.  General

* 9-1.   INTRODUCTION.  This Chapter sets forth the requirements for

    CIAP-funded procurement, which includes small purchases,

    construction and equipment contracts, and professional

    services other than architectural/engineering.  These

    requirements are consistent with the Uniform Administrative

    Requirements for Grants and Cooperative Agreements to State

    and Local Governments, as set forth in 24 CFR 85.36, except

    as specified in 24 CFR 968.240.  See Appendix 15 for 24 CFR

    85.36, Procurement, and 85.37, Subgrants.

9-2.   METHODS OF PROCUREMENT.  There are five types of allowable

    procurement, as follows:

    a.  Small Purchase Procedures.  Small purchase procedures

        are those relatively simple and informal procurement

        methods for securing services, supplies, or other

        property that do not cost more than $25,000 in the

        aggregate.  The PHA shall obtain either oral or written

        price or rate quotations from an adequate number (at

        least three) of qualified sources, keep a written record

        of the quotations, make a documented selection based on

        price and other factors, and issue a purchase order to

        bind the agreement.  The PHA shall not break down larger

        contracts into smaller amounts to circumvent sealed bid

        procurement.  If small purchase procedures are used for

        construction contracts with dollar values exceeding the

        following thresholds, the PHA shall use Form HUD-5370,

        General Conditions, and the appropriate wage rate form:

        (1)   For construction work over $2,000 and subject to

              Davis-Bacon wage rates, use Form HUD-52554,

              Supplement to the General Conditions of the

              Contract for Construction; or

        (2)   For construction work over $10,000 and subject to

              HUD-determined wage rates, use Form HUD-5370A,

              Supplementary Conditions of the Contract for

              Construction (Nonroutine Maintenance).

    b.  Sealed Bids (Formal Advertising).  Bids are publicly

        solicited and a firm-fixed-price contract (lump sum or

        unit price) is awarded to the responsible bidder whose

        bid, conforming with all the material terms and

        conditions of the invitation for bids, is the lowest in

        price.  See Sections 2 through 5 of this Chapter.      *
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*            Sealed bids are required for construction and equipment

        contracts over $25,000, except for procurement under

        noncompetitive proposals or the Consolidated Supply

        Program (CSP), unless a lower threshold is required by

        by State or local law or the PHA's own procurement

        policy.

    c.  Competitive Proposals.  This procurement is generally

        used when conditions are not appropriate for sealed

        bids; i.e., there is not a complete, adequate and

        realistic specification or purchase description

        available and selection of the successful bidder cannot

        be made principally on the basis of price.  See Section

        6 of this Chapter.

    d.  Noncompetitive Proposals.  This procurement may be used

        only when the award of a contract is infeasible under

        small purchase procedures, sealed bids or competitive

        proposals and one of the following circumstances

        applies:  (1) the item is available only from a single

        source; (2) the public exigency or emergency for the

        requirement will not permit a delay resulting from

        competitive solicitation; (3) the Field Office

        authorizes the noncompetitive proposals; or (4) after

        solicitation of a number of sources, competition is

        determined inadequate.

    e.  CSP.  Refer to the CSP Handbook 7460.9.

9-3.     PROCUREMENT REQUIREMENTS.

    a.  Procurement Standards.  See 24 CFR 85.36(b) in Appendix

        15.

    b.  Competition.  See 24 CFR 85.36(c) in Appendix 15.

    c.  Contract Cost and Price.  See 24 CFR 85.36(f) in

        Appendix 15.

               Section 2.  Bid Advertisement

9-4.     PHA PREPARATION.  The PHA shall prepare the construction and

    bid documents as follows:

    a.  General.  The PHA and its architect shall ensure that

        the construction and bid documents comply with State,

        tribal or local laws governing the public solicitation

        of bids.  Any modifications required to comply with such

        laws should be discussed with Regional or Chief Counsel

        to ensure that such changes are not in conflict        *
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*            with Federal requirements.  Where there is a conflict

        between State or tribal and Federal prevailing wage

        laws, the PHA shall follow the procedures set forth in

        paragraph 6-9f.

    b.  Invitation for Bids.  The invitation for bids shall be

        prepared in the form prescribed by the Field Office,

        include any specifications and pertinent attachments,

        and define the items or services for the bidder to

        properly respond.  The bid acceptance period shall be

        specified and the bidders shall be informed that the PHA

        reserves the right to reject any or all bids received.

    c.  Instructions to Bidders.  Form HUD-5369, Instructions to

        Bidders, shall be used to inform interested bidders of

        the general bidding requirements, the responsibilities

        of each party, and the factors to be considered in

        determining the successful bidder.  The $25,000

        threshold is a Federal requirement and may be lower as

        required by State or local law or the PHA's own

        procurement policy.  Form HUD-5369 shall be modified to

        include the requirement that any contractor awarded a

        contract for modernization shall comply with 24 CFR Part

        35 prohibiting the use of lead-based paint.            *

    d.  Previous Participation Certificate.  For all

        construction contracts (excluding CSP contracts) over

        $50,000, the bidder shall be required to submit with the

        bid, Form HUD-2530, Previous Participation Certificate.

        If the Certificate is not submitted by the low bidder

        with the bid, the PHA shall require submission within 3

        working days.  If the Certificate is submitted after

        that date, the bid shall be considered non-responsive

        and rejected, and the contract may be awarded to the

        second low bidder.  No contract award shall be made

        without a properly executed Certificate.

    e.  Bid Guarantee.  For all construction and equipment

        contracts (excluding CSP contracts) over $25,000, the

        bidder shall be required to submit with the bid a

        negotiable bid guarantee not less than 5 percent of the

        amount of the bid.  The bid guarantee is to assure that

        the bidder will, upon acceptance of his/her bid, execute

        the contractual documents as required within the time

        specified.  The bid guarantee shall he a certified

        check, bank draft, U. S. Government Bonds at par value

        or a bid bond secured by a surety company.  The surety

        company must be authorized to do business in
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        the State where the project is located and must be

        acceptable to the Government (see subparagraph g(1)).

        If the bid guarantee is not submitted with the

*            bid, the PHA shall reject the bid.                     *

    f.  Non-Collusive Affidavit.  For all construction and

        equipment contracts (excluding CSP contracts) over

        $25,000, the bidder shall be required to submit with the

        bid a non-collusive affidavit.  If the affidavit is not

        submitted by the low bidder with the bid, the PHA shall

        require submission within 3 working days.  If the

        affidavit is submitted after that date, the bid shall be

        considered non-responsive and and rejected and the

        contract may be awarded to the second low bidder.  No

        contract award shall be made without a properly executed

        non-collusive affidavit.

    g.  Assurance of Completion.  For all construction and

        equipment contracts (including CSP contracts) over

        $25,000, the contractor shall be required to furnish a

        performance and payment bond for 100 percent of the

        contract price or, as may be required by law, separate

        performance and payment bonds, each for 50 percent or

        more of the contract price, or a 20 percent cash escrow

        or a 25 percent irrevocable letter of credit.  To the

        extent permitted under State law, all three options

        shall be set forth in the bid documents.

        (1)   The surety must be a guarantee or surety company

              acceptable to the Government.  Individual sureties

              shall not be considered.  U. S. Treasury Circular

              No. 570, published annually in the Federal

              Register, lists companies approved to act as

              surety on bonds securing Government contracts, the

              maximum underwriting limits on each contract

              bonded, and the States in which each company is

              licensed to do business.  Use of this Circular is

              mandatory.  The PHA may obtain a free copy of this

              Circular by writing directly to the Audit Staff,

              Bureau of Government Financial Operations, U. S.

              Treasury Department, Washington, D. C. 20226.

        (2)   Section 911 of the HUD Act of 1970 authorizes the

              Small Business Administration to provide a 90

              percent guarantee on contracts of $1,000,000 or

              below to any surety company that will provide bid

              or performance and payment bonds to the small

              construction contractor.

12/89                            9-4

_____________________________________________________________________

    h.  Construction Contract.  The construction contract shall

        be prepared in the form prescribed by the Field Office

        and shall include Form HUD-5370, General Conditions.  In

        preparing the construction contract, consideration shall

        be given to the following:

        (1)   Changes.  Any changes in the General Conditions

              shall be made by appropriate amendment written

              into the Special Conditions.  Since some

              provisions of the General Conditions reflect

              Federal statutes, Executive Orders or established

              HUD policy and must be incorporated verbatim and

              without qualifications, proposed modifications

              shall be discussed with the Regional or Chief

              Counsel before they are drafted.  The PHA is

              responsible for recognizing a need for

              modification of the printed General Conditions and

              also for conforming the contract documents with

              State, tribal and local laws.

        (2)   Separate Construction Contracts.  Main

              construction work should be performed under a

              single construction contract.  The PHA may obtain

              separate bids for portions of the work where

              required by State law, necessitated by varying

              wage rate requirements (see paragraph 6-9c), or in

              the best interest of the modernization of the

              project.  Where separate bidding is used, it is

              critical that the scope of work under each

              contract be clearly defined without gaps or

              overlapping of work specified in related contracts

              and that the PHA have the capability to administer

              separate contracts.

        (3)   Project Completion Time.  A realistic construction

              period shall be established for the contract.

              Such things as type of construction, project size

              and location, season and prospective weather

              conditions, and availability of skilled labor and

              materials should be considered.

        (4)   Liquidated Damages.  A liquidated damage rate

              shall be established which will reasonably

              approximate the loss which might be sustained by

              the PHA through failure of the contractor to

              complete the project on time.  This includes loss

              of rental income, increased administrative costs

              and inspection fees, interest and carrying

              charges, and other expenses related to the period

              of delay in modernization of the project.  An
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              unreasonably high rate of liquidated damages may

              discourage bidders, result in higher bids, and be

              construed as a penalty.  An unreasonably low rate

              may encourage late completions.

        (5)   Wage Requirements.  Davis-Bacon wage rates

              determined by the Department of Labor and provided

              by the Regional or Field Office or HUD-determined

              wage rates shall be incorporated in the Special

              Conditions without modification (see paragraphs

              6-9 and 9-5g).  All documentation shall be

              prepared so as to permit inclusion of the wage

              rates as soon as they are received.

        (6)   Equipment.  Equipment, such as ranges, water

              heaters and refrigerators, may be acquired through

              the CSP, through separate contracts, or included

              in the main construction contract.  Use of either

              of the first two cost saving methods is

              recommended.  If the main construction contract is

              to include the installation, but not the purchase,

              of dwelling equipment, the contract shall include

              proper provision for reception of the items and

              appropriate coordination clauses.  If the

              equipment is purchased by methods other than the

              CSP, the PHA should ensure that price and warranty

              are equivalent to or better than that available

              through the CSP.

        (7)   Demolition.  Whenever feasible, demolition work

              should be included in the main construction

              contract.  If this is not done, the standard

              bidding documents may be used with minor

              modifications for demolition work.  Since there

              may be salvage value, the form of bid should allow

              for the possibility of a sum being deducted (equal

              to the salvage value) from the amount to be paid

              to the contractor.

*            (8)   Specifications.  See 24 CFR 85.36(c)(1) in

              Appendix 15 for examples of specifications which

              restrict competition and therefore are expressly

              prohibited.                                      *

    i.  CSP Contract.  For work to be performed under CSP, the

        PHA shall issue a purchase order, which shall include

        the assurance of completion, correct wage rates,

        completion date, liquidated damage rate, insurance,

        general and supplemental conditions, and contract

        administration and completion provisions.  The purchase
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        order shall not include work other than that listed in

        the HUD CSP catalogs and shall not be modified through

        change orders.

* 9-5.   BID PACKAGE.  The PHA shall prepare a standard bid package,

    consisting of the following, as appropriate:

    a.  Cover sheet identifying the PHA, project number, job

        number, and general scope of work;

    b.  PHA invitation for bids, including the day, time and

        place that bids will be opened;

    c.  Form HUD-5369, Instructions to Bidders;

    d.  Form HUD-5370, General Conditions, and Special

        Conditions.  Until the General Conditions can be

        revised, the PHA shall insert into the General

        Conditions the sentence, "The contractor or

        subcontractor is prohibited from placing a lien on the

        PHA's property."

    e.  For contracts over $50,000, Form HUD-2530, Previous

        Participation Certificate, marked "Modernization," to be

        submitted to the PHA;

    f.  Bound construction specifications and bound working

        drawings or other description of supplies/services; the

        drawings shall be scaled and signed by the person who

        prepared them;                                         *

    g.  Correct wage rates, including either Form HUD-52554,

        Supplement to the General Conditions of the Contract for

        Construction, where Davis-Bacon wage rates apply, or

        Form HUD-5370A, Supplementary Conditions of the Contract

        for Construction (Nonroutine Maintenance), where

        HUD-determined wage rates apply;

    h.  Bid form to be submitted to the PHA;

    i.  Bid guarantee form to be submitted to the PHA;

    j.  Non-collusive affidavit to be submitted to the PHA;

    k.  Contract form; and

    l.  Assurance of completion (see paragraph 9-4g).

9-6.   HUD-ESTABLISHED THRESHOLD.  Based on an assessment of the

    PHA's past performance in modernization contracting and
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    in-house technical capability, the Field Office may

    establish a dollar threshold over which the PHA shall submit

    construction and bid documents for prior Field Office review

    and approval.

    a.  Criteria.  In determining the appropriate dollar

        threshold for PHA submission, the General Engineer shall

        consider the following criteria:

        (1)   Past Performance in Modernization Contracting.  In

              the past:

              (a)   Construction documents (working drawings and

                    construction specifications) have accurately

                    reflected HUD-approved work and have met the

                    Modernization Standards;

              (b)   Bid documents have been complete and have

                    included all mandatory provisions, including

                    the correct wage rates; and

              (c)   Bid advertisement has been conducted in

                    compliance with State, tribal or local laws

                    and Federal requirements governing public

                    solicitation of bids.

        (2)   In-House Technical Capability.  The PHA has a

              staff architect/engineer who is capable of

              preparing the construction and bid documents or

              experienced staff who are capable of reviewing the

              documents prepared by an outside

              architect/engineer.

    b.  Notification to PHA.  After completing the assessment,

        the General Engineer shall notify the PHA of the

        established dollar threshold over which construction and

        bid documents are required to be submitted for prior

        Field Office approval and the reasons.  Where prior

        Field Office approval is required, the PHA shall be

        informed as to whether HUD review pertains to only the

        preliminary or to both the preliminary and final plans

        and specifications.  This notification shall be included

        in the letter to the PHA approving the CIAP Application.

    c.  Submission.  Where required, the PHA shall submit

        complete construction (working drawings and construction

        specifications) and bid documents for each proposed

        modernization contract to the Field Office, Attention:

        Chief, Assisted Housing Management Branch
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        (AHMB), for review and approval before soliciting bids.

9-7.   PHA CERTIFICATION.

    a.  PHAs with Thresholds.  The PHA shall solicit bids

        without prior Field Office review and approval, unless

        the estimated contract exceeds the dollar threshold that

        has been established by the Field Office (see paragraphs

        7-1 and 9-6).  Where HUD approval is not required, the

        designated PHA official shall certify in writing to the

        following and send a copy of the certification to the

        Field Office:

        (1)   The PHA has obtained the required certification

              from the architect/engineer (see paragraph 8-3);

        (2)   The construction documents accurately reflect

              HUD-approved work and meet the Modernization

              Standards;

        (3)   The bid documents are complete and include all

              mandatory provisions, including correct wage rates

*                  and labor standards contract provisions and Indian

              preference requirements, where applicable; and   *

        (4)   The bid documents include all necessary

              requirements related to lead-based paint abatement

              and physical accessibility.

*        b.  Recognized Performers.  For alternative requirements for

        recognized non-Indian performers, as defined in Chapter

        11 of the Field Office Monitoring of PHAs Handbook

        7460.7 REV-1, refer to that Handbook.                  *

9-8.   HUD REVIEW AND APPROVAL.

    a.  Review.  Where submitted by the PHA, the General

        Engineer shall promptly review the construction and bid

        documents to ensure that they have been completed in

        accordance with prior approvals, meet the Modernization

        Standards, include all mandatory provisions, and are

        ready for issuance.  As necessary, the General Engineer

        shall solicit technical advice from other Field Office

        specialists, such as the Labor Relations staff on the

        wage rates and the Fair Housing and Equal Opportunity

        (FHEO) Division on requirements related to Executive

        Order 11246, as amended, and Section 3 of the HUD Act of

        1968, as amended, including the appropriate Appendix A

        for Bid Condition Areas (see Handbook
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        8020.1, Chapter 5).  The General Engineer also shall

        work with the PHA and its architect to reach agreement

        on any points in question.

    b.  Action.  The Field Office review shall be completed and

        the PHA advised of the results within 10 working days of

        receipt of the construction and bid documents.  When the

        documents are in proper order, the General Engineer

        shall prepare a letter to the PHA for the signature of

        the Director, Housing Management Division or designee,

        indicating approval of the documents, with or without

        modification, and authorizing the PHA to issue the

        invitation for bids.  Where appropriate, the Regional or

        Chief Counsel shall concur in the letter.

    c.  Monitoring.  The General Engineer shall periodically

        review copies of the construction and bid documents

        through on-site review of PHA files.  The review shall

        determine whether the documents met the criteria set

        forth in paragraph 9-6a(1) and did not result from

        splitting bids to avoid prior HUD review and approval.

        The Maintenance Engineer also shall periodically review

        the PHA's in-house technical capability to determine

        whether there has been a change in capability which

        would warrant a higher or lower threshold.  If

        deficiencies or evidences of abuse of the established

        threshold are found, the Field Office monitoring letter

        (see paragraph 10-17a(3)) may require the PHA to submit

        construction and bid documents for each proposed

        modernization contract over a reduced threshold to the

        Field Office for review and approval before solicting

        bids.

9-9.   INVITATION FOR BIDS.  Where prior Field Office approval is

    required, the PHA shall immediately publish an invitation

    for bids upon receipt of the Field Office approval letter,

    but only if it has the current, correct wage rates.  Where

    prior Field Office approval is not required, the PHA shall

    publish the invitation immedately upon receipt of the wage

    rates from the Labor Relations staff.  The PHA shall number

    sequentially each copy of the bid package for control

    purposes.  The PHA shall provide a copy of the complete bid

    package to each bidder whether or not bids are being invited

    for a single construction contract or separate trade (e.g.,

    plumbing, electrical, mechanical) contracts.

    a.  Publication.  The PHA shall give full opportunity for

        open and competitive bidding by publishing the

        invitation for bids at least once a week for two

        consecutive weeks in local newspapers and trade
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        journals.  See paragraph 6-2c regarding publicizing

        invitations for bids to Minority Business Enterprises

        (MBEs).  The PHA also shall extend an invitation to

        contractors who have previously expressed an interest to

        participate in modernization to the PHA or Field Office.

    b.  Bid Period.  The PHA shall establish a deadline date for

        acceptance of bids which allows sufficient time for

        bidders to evaluate the bid package, estimate costs, and

        submit their bids to the PHA.  The bid period shall be

        for at least the number of days required by State or

*            local law.  However, if an addendum is issued, the PHA

        shall consider the magnitude of change in determining

        whether the bid opening should be postponed and for how

        long.                                                  *

    c.  Deposit.  The PHA shall require a deposit for each bid

        package in an amount that is based on local practice,

        but at least sufficient to offset the cost of

        reproducing the bid package.  A deposit is not required

        for bid packages issued to a builder's exchange or

        similar building service organization.  All deposit

        checks or drafts shall be made payable to the PHA.

*        d.  Alternate Bids.  The PHA shall not request alternate

        bids (e.g., two different structural systems).  Instead,

        the PHA shall specify the most expensive system as the

        base bid and list deductive alternates in inverse

        priority order so that in the case of a budget overrun,

        they may be taken in numerical order as listed until the

        award can be made within available funds.              *

    e.  Addendum to Bid Package.  The PHA shall issue changes to

        the standard bid package in the form of an addendum.

        The PHA shall not interpret the meaning of bid documents

        except by addendum.  Each addendum shall be numbered

        sequentially and a copy provided to each bidder of

        record, to each place where bidding documents are on

        file and to the Field Office, only where the PHA is

        required to submit construction and bid documents before

        advertisement.  The addendum also shall specify, if

        applicable, the revised deadline date for submission of

        bids.

    f.  Control Record.  The PHA shall maintain, or authorize

        its architect to maintain, a record of all bidding

        documents.  This record shall identify the following for

        each individual or firm that requested a bid package:

        the bid package control number; name and
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        address of the individual or firm; if applicable, number

        of the addendum and date sent; amount of deposit and

        date received, including the return or forfeiture of the

        deposit; date and time the bid was received; and date

        the individual or firm was notified as to the successful

        low bidder.

                Section 3.  Contract Award

9-10.  BID OPENING AND EVALUATION.

    a.  Bid Opening.  Upon receipt of each bid, the PHA shall

        mark the date and time on the envelope and keep it

        unopened in a secure place.  At the date and time

        specified in the invitation for bids, the bids shall be

        opened in public and read aloud.

*        b.  Late Bids.  Any bids received after the date and time  *

        specified in the invitation for bids shall not be opened

        and shall be returned unopened to the bidder, with a

        letter indicating that the bid was not received by the

        specified deadline.

    c.  Bid Rejection or Withdrawal.  After the public opening,

        the PHA may allow any bidder to withdraw a bid only if

        it is apparent that the bidder has made a mistake or the

        PHA may reject or disqualify the lowest bidder.

        (1)   Withdrawal.  If a bidder seeks to withdraw a bid

              before the end of the bid acceptance period or the

              execution date of the contract, whichever is

              earlier, the PHA shall secure the following before

              approving or disapproving the withdrawal request:

              a notarized statement from the bidder indicating

              that an error was made with an explanation of how

              it occurred; a copy of the bidder's cost

              estimating worksheets or other evidence provided

              by the bidder in support of the withdrawal

              request; and a legal opinion prepared by the PHA's

              attorney indicating whether the bidder is bound by

              the bid.

        (2)   Rejection.  The PHA shall reject any bid that is

              incomplete, such as where the bid guarantee is not

              submitted with the bid, or that fails to conform

              to the essential items of the Invitation for Bids.

              (For the exceptions on the Previous Participation

              Certificate and the non-collusive affidavit, see

              paragraphs 9-4d and f, respectively.) If the PHA

              proposes to reject the lowest bidder for reasons

              other than an incomplete bid, the PHA shall give
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              the bidder an opportunity, within a specified

              time, to delete objectionable conditions from a

              bid only if the conditions do not concern the

              substance of the bid, such as price, quantity,

              quality, or delivery of items offered.  After the

              specified time, the PHA shall make a final

              decision.

        (3)   Bidder Notification.  The PHA shall notify the

              bidder, not later than the specified bid holding

              period, as to whether the withdrawal request has

              been approved or disapproved or whether the bid

              has been rejected.  If appropriate, the PHA also

              shall return the bid guarantee to the bidder.

    d.  Rejection of All Bids.  The PHA may decide, because of

        the high bids received or other justifiable cause, to

        reject all bids.

        (1)   Reasons for Rejection.  The PHA and its architect

              shall review the bids received to determine the

              reason that the contract cannot be awarded.  The

              purpose of this review is to ascertain that: the

              bid amount exceeds the approved budget amount; the

              bids are unreasonably high due to unusual

              circumstances affecting construction in the

              housing market area; the project is overdesigned;

              or the award cannot be made for other identified

              causes.

        (2)   Overdesign.  If it is determined that the high

              bids are due to project overdesign, the PHA and

              its architect shall identify design modifications

              that would likely result in lower bids.  Where

              required under paragraph 9-6, the PHA shall submit

              revised construction documents for prior Field

              Office review and approval.  The PHA architect

              shall be held responsible for making any design

              modifications under the terms of the architect's

              contract.

        (3)   Invitation for Bids.  Upon Field Office approval

              of the revised construction documents, where

              required, the PHA shall be authorized to issue a

              subsequent invitation for bids.

*        e.  Bid Protests.  The PHA alone is responsible, in

        accordance with good administrative practice and sound

        business judgment, for the settlement of all contractual

        and administrative issues arising out of procurements,

        including protests.  The PHA shall have                *

                           9-13                            12/89

_____________________________________________________________________

*            procedures to handle and resolve protests and shall in

        all instances disclose information regarding protests to

        the Field Office.  The Field Office will not substitute

        its judgment for that of the PHA unless the matter is

        primarily a Federal concern.  The bidder must exhaust

        all administrative remedies with the PHA before pursuing

        a protest with the Field Office.                       *

9-11.  PHA SUBMISSION AND CERTIFICATION.

    a.  General Requirements.  After bid opening, the PHA shall:

        (1)   In all cases, clear the lowest responsible bidder

              with the Field Office for check against the Lists

              of Parties Excluded from Federal Procurement or

              Nonprocurement Programs;

        (2)   For contracts over $50,000, regardless of whether

              prior HUD approval was required of the bid

              documents or is required of the contract award,

              submit Form HUD-2530, prepared by the lowest

              responsible bidder, to the Field Office for

              previous participation review; and

*            (3)   Where prior HUD review and approval are required

              before contract award (see subparagraph b), submit

              the following documents to the Field Office,     *

              Attention:  Chief, AHMB:

              (a)   Bid tabulation, certified to completeness by

                    the PHA and identifying the following for

                    each bid received: name and address of the

*                        bidder; amount of the bid; amounts of any

                    deductive alternates; and amount and type  *

                    of bid guarantee; and

              (b)   Bid, including a copy of the bid guaranty

                    and non-collusive affidavit, that the PHA

                    proposes to accept.

*        b.  Prior Field Office Approval.  Prior Field Office review

        and approval before contract award are required when:

        (1)   The proposed award exceeds the approved budget

              amount;

        (2)   The PHA's procurement procedures or operation

              fails to comply the the procurement standards in

              24 CFR 85.36(b) in Appendix 15;                  *
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*            (3)   The proposed award exceeds $25,000 and is to be

              awarded without competition or on the basis of a

              single bid;

        (4)   The proposed award exceeds $25,000 and specifies a

              "brand name" product; or

        (5)   The proposed award exceeds $25,000 and is to be

              made to other than the apparent low bidder.

    c.  Award Without Prior Field Office Approval.  Except as

        required in subparagraphs a and b, the PHA may award the

        contract without prior Field Office approval if the

        designated PHA official has certified in writing that:

        (1)   The bid advertisement and contract award were

              conducted in compliance with State, tribal or

              local laws and Federal requirements, including 24

              CFR 905.204, Indian preference in contracting for

              IHAs;

        (2)   The award has been cleared with the Field Office

              to determine that the contractor is not on the

              Lists of Parties Excluded from Federal Procurement

              or Nonprocurement Programs;

        (3)   Where the award exceeds $50,000, the award has

              been cleared by the Field Office under the

              previous participation review process; and

        (4)   The award does not meet the conditions of        *

              subparagraph b.

9-12.  HUD REVIEW AND APPROVAL.

    a.  Technical Review.  Where submitted by the PHA, the

        General Engineer shall consult with the HMS regarding

        any required budget revisions and review contract award

        documents to determine that the proposed award is in

        proper order.  The Maintenance Engineer shall check the

        Lists of Parties Excluded from Federal Procurement or

        Nonprocurement Programs to ensure that the contractor is

        not on the List.

*        b.  Previous Participation Review.  Upon receipt of Form

        HUD-2530, designated responsible staff (DRS) shall enter

        the principal's name into the automated system in

        accordance with the User's Guide.                      *
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*            (1)   When the system reports that the principal may be

              granted 2530 approval, the DRS shall take the hard

              copy printout from the system and attach it to

              Form HUD-2530.  The Chief, AHMB, shall sign Part

              II of the form and place a check in Block A.  The

              DRS then shall forward the form to the Field

              Office Manager or, in co-located offices, the

              Regional Public Housing Director, for approval.

              The Field Office Manager or Regional Public

              Housing Director shall write "Approved" next to

              the names of the principals in Block 7, Page 1 of

              Form HUD-2530, and then date and sign the form.

              After approval, the DRS shall notify the PHA.  The

              Field Office shall process Form HUD-2530 within

              three working days of receipt.

        (2)   When the system reports that the principal has to

              be referred to Headquarters due to a history of

              adverse or unsatisfactory performance, as

              indicated by either Form HUD-2530 or results of

              inquiries to the Farmers Home Administration or

              the State Finance Agency, the DRS shall request

              review by Chief or Regional Counsel.  Counsel

              shall review the sufficiency of evidence to

              support a Departmental hearing, as described in

              the Previous Participation Handbook 4065.1.  The

              DRS shall forward Form HUD-2530, along with

              Counsel's review and the hard copy printout, to

              the Field Office Manager or Regional Public

              Housing Director for signature and then to the

              Participation and Compliance Division in

              Headquarters for either final action or referral

              to the Multifamily Participation Review Committee.

              The DRS shall alert Headquarters that Form

              HUD-2530 will be submitted and to provide

              information on when the bid acceptance period

              expires.  In addition, the DRS shall notify the

              PHA of the status of the 2530 clearance.

    c.  Action.  The Field Office review shall be completed and

        the PHA advised of the results within 10 working days of

        receipt of the proposed contract award documents, unless

        Headquarters approval of Form HUD-2530 is required.

        When the contract award documents are in proper order,

        the General Engineer shall prepare a letter to the PHA

        for the signature of the Director, Housing Management

        Division or designee, authorizing the PHA to award the

        contract and requiring the PHA to submit any budget

        revisions.                                             *
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    d.  Monitoring.  The General Engineer shall periodically

        evaluate the bids opened and the contracts awarded by

        the PHA, including the PHA certification where prior

        Field Office approval was not required, through on-site

        review of PHA files.  If deficiencies are found, the

        Field Office monitoring letter (see paragraph 10-17a

        (3)) may require the PHA to submit proposed contract

        award documents in all or specified instances to the

        Field Office for review and approval before contract

        award.

9-13.  PHA CONTRACT AWARD.  Upon receipt of the Field Office letter

    authorizing contract award or the Field Office approval

    under the previous participation review process, including

    the excluded parties check, the PHA shall contact the

    successful bidder (if separate trade contracts are to be

    executed, the PHA shall contact each successful bidder) to

    schedule a date for contract execution.  For CSP contracts,

    the PHA shall comply with subparagraphs d, e and f.

    a.  Contractor Notification.  The PHA shall send a

        registered letter to the successful bidder indicating:

        the date, time, and place scheduled for PHA and

        contractor execution of the contract; the contractor

        must provide the assurance of completion in the amount

        identified in Form HUD-5369, Instructions to Bidders;

        and if a performance and payment bond, the bond shall

        bear the same date or a date after the date of execution

        of the contract and shall be accompanied by a properly

*            executed power of attorney by the bonding company to its

        authorized agent, which does not precede the date of the

        performance and payment bond.                          *

    b.  Contract Execution.  Before executing the contract, the

        PHA shall ensure that the assurance of completion meets

        the requirements of the Instructions to Bidders.  The

        PHA shall prepare three original sets of the contract

        documents; i.e., construction contract, bound

        construction specifications, bound working drawings, and

        addenda.  The PHA and contractor (including trade

        contractors if separate construction contracts are to be

        executed) shall sign the first and last page of the

        three sets of construction specifications, working

        drawings and any applicable addenda.  If separate trade

        contracts are to be executed, each trade contractor also

        shall sign the first and last page of the applicable

        trade division of the construction specifications.
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    c.  Distribution of Executed Documents.  The PHA shall

        retain one original copy of the performance and payment

        bond (or other assurance), power of attorney, and a

        signed set of the contract documents for its files.  The

        PHA shall send one copy to the Field Office, Attention:

        Chief, AHMB, and retain the contractor's copy for

        attachment to the PHA's notice to proceed.  For CSP

        contracts, the PHA shall send one copy of the signed

        purchase order to the Field Office.

    d.  Department of Labor Notification.  Within 10 calendar

        days of contract award (including subcontracts) for each

        contract of $10,000 or more, the PHA shall send a notice

        of contract award to the Regional Office of Federal

        Contract Compliance Programs of the Department of Labor.

        This notification is required by Executive Order 11246,

        as amended, and shall include: the name, address, and

        telephone number of the contractor; employer

        identification number; dollar amount of the contract;

        estimated construction start and completion dates; and

        project number(s) and community in which the project(s)

        is located.

    e.  Preconstruction Conference.  The PHA shall schedule date

        for a preconstruction conference to be held at the PHA.

        The conference date may be the same, or within 10

        calendar days from the date of contract execution.  The

        purpose of the preconstruction conference is to provide

        for the timely modernization of the project by

        eliminating any misunderstanding of HUD regulations and

        procedures, contract and safety requirements, and

        responsibilities of the PHA, its architect, the

        contractor and the Field Office.  In scheduling the

        preconstruction conference, the PHA shall consult with

        its architect, the contractor, and the General Engineer,

        if appropriate, to arrange a date that is acceptable to

        all parties.

    f.  Notice to Proceed.  The PHA shall prepare two original

        copies of the notice to proceed to be issued to the

        contractor, together with the contractor's set of the

        executed contract documents.  The notice to proceed is

        the official PHA order directing the contractor to start

        work.  The date of completion is counted from the date

        of the notice to proceed.  The contractor shall be

        requested to sign the notice to proceed, designating

        receipt and acceptance, and return one signed original

        to the PHA.

   Section 4.  Contract Administration Responsibilities
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9-14.  PHA RESPONSIBILITIES.  The PHA is responsible for enforcing

    the architect's and the construction contracts and for

    ensuring retention of all contractual rights.  PHA staff

    assigned these responsibilities shall be included in the

    Modernization Organization and Staffing Plan, required in

    paragraph 3-6e.

    a.  Contracting Officer.  The PHA shall designate an

*            employee as its contracting officer, identify the scope

        and limitation of his/her responsibility in writing   *

        and provide copies to its architect and the contractor.

    b.  Contract Administrator.  The PHA shall designate a

        qualified professional, such as its architect, to

        administer the contract.

    c.  Insurance.  The PHA shall comply with the insurance

        requirements set forth in paragraph 6-10.

    d.  Reports.  The PHA shall obtain the reports and

        construction documents required by the contract and the

        Field Office from its architect and the contractor.  The

        PHA shall retain these reports and, as required, send a

        copy to the Field Office.

    e.  Inspections.  See paragraphs 10-15 and 10-16.

    f.  Construction Progress Meetings.  The PHA shall meet with

        its architect and the contractor on a regular basis to

        discuss work progress, any problems or deficiencies

        noted during inspection visits, overdue reports and the

        construction schedule.  The PHA shall prepare a written

        record of the items discussed at each meeting and place

        a copy in its construction file.

    g.  Correction of Deficiencies.  Upon being notified by its

        architect or the General Engineer of construction

        deficiencies, the PHA shall promptly notify the

        contractor in writing of the deficiencies observed.

        This notification also shall advise the contractor that

        failure to make timely corrections would be an

        infraction of the contract and that the contractor is

        liable for any resulting losses or delays.

*        h.  Timeliness of Construction Progress.  The PHA shall

        notify the Field Office if the contractor falls more

        than 30 days behind the PHA-approved Construction

        Progress Schedule (see paragraphs 9-18 and 9-20).      *
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9-15.  HUD RESPONSIBILITIES.  The Field Office is responsible for

    ensuring that the PHA, in accordance with the terms of the

    ACC, is enforcing the architect's contract and the

    construction contract, including the construction documents.

    See paragraph 10-17 regarding inspections by the Field

    Office.  The Field Office shall provide technical assistance

    and guidance to the PHA concerning contract administration

*        and enforcement, reporting, interpretation of construction

    documents and other related matters.  The Field Office shall

    maintain a control log on the status of modernization

    contracts.  A sample Modernization Contract Status Control

    Log is attached as Appendix 16.                            *

9-16.  SUBCONTRACTORS.  All contracts between the contractor and

    any subcontractors shall contain the equal opportunity

    employment requirements and the prevailing wage rate

    requirements.  The contractor (including the CSP contractor)

*        is responsible for determining that potential subcontractors

    are not on the Lists of Parties Excluded from Federal

    Procurement or Nonprocurement Programs.  See 24 CFR 85.37(b)

    in Appendix 15 for other subcontractor requirements.       *

9-17.  CONTRACTOR PAYROLL.  The contractor is responsible for

    paying not less than the applicable wage rates to all

    employees engaged in work under the contract and ensuring

    that any subcontractors also pay not less than the

    applicable wage rates (see paragraph 6-9).

    a.  Payroll Report.  The contractor shall submit a certified

        payroll report and compliance statement to the PHA each

        week during the contract period; i.e., from execution of

        the contract to contract completion and acceptance by

        the PHA.  A separate payroll report shall be submitted

        for the contractor and each subcontractor.

    b.  Payroll Forms.  The contractor's report may be submitted

        on the Payroll Form (WH-347), which includes on its

        reverse side the required Statement of Compliance.  Such

        forms may be obtained from the Government Printing

        Office, Washington, D.C. 20402.  The contractor may

        substitute other forms including computer-generated

        forms, instead of the Payroll Form (WH-347), provided

        that all of the required information is included.

*        c.  Monitoring.  The PHA is responsible for reviewing the

        contractor's reports to ensure that the correct wage

        rates are being paid and for resolving any             *
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*            discrepancies.  Refer to the Labor Standards Handbook

        1344.1 REV-1 for guidance.                             *

    d.  Retention.  The PHA shall retain all payroll reports and

        certifications for three years from the date of contract

        completion and acceptance by the PHA.

9-18.  CONSTRUCTION PROGRESS SCHEDULE.

    a.  Contractor Schedule.  Where progress payments are

        necessary, the PHA shall require the contractor to

        prepare a construction progress schedule, for each

        project immediately after PHA issuance of the notice to

        proceed.  The PHA may require use of Form HUD-5372,

        Construction Progress Schedule, or other appropriate

        forms from various professional organizations.  The

        information shall be realistic and consistent with the

        information provided by the contractor on the

*            PHA-approved schedule of amounts for contract payments

        and the HUD-approved Project Implementation Schedule.  *

    b.  PHA Review and Approval.  The PHA or its architect shall

        review the contractor's construction progress schedule

        to determine that the scheduled dates and amount of work

        to be completed are reasonable and consistent with the

        contract.  If acceptable, the PHA architect shall sign

        the schedule and forward it to the PHA for approval.

        Upon approval by the PHA, the approved construction

        progress schedule shall be returned to the contractor.

    c.  Field Office Monitoring.  The General Engineer shall

        periodically review PHA-approved construction progress

        schedules through on-site review of PHA files.  If

        deficiencies are found, the Field Office monitoring

        letter (see paragraph 10-17a (3)) may require the PHA to

        submit future schedules to the Field Office for prior

        review and approval.

9-19.  SCHEDULE OF AMOUNTS FOR CONTRACT PAYMENTS.

    a.  Contractor Schedule.  Where progress payments are

        necessary, the PHA shall require the contractor to

        prepare a schedule of amounts for contract payments

        immediately after execution of the contract.  The PHA

        may use Form HUD-51000, Schedule of Amounts for Contract

        Payments, or other appropriate forms from various

        professional organizations.

    b.  PHA Review and Approval.  The PHA and its architect
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        shall review the schedule to determine that the

        scheduled work to be completed by the specified dates

        and the amount of payment for such work are reasonable.

        If acceptable, the PHA shall approve and return the

        schedule to the contractor.  Field Office review is not

        required.

    c.  Field Office Monitoring.  The General Engineer shall

        periodically review PHA-approved payment schedules

        through on-site review of PHA files.  If deficiencies

        are found, the Field Office monitoring letter (see

        paragraph 10-17a(3)) may require the PHA to submit

        future payment schedules in all or specified instances

        to the Field Office for prior review and approval.

9-20.  CONTRACT PAYMENTS.  The PHA is responsible for making

    progress payments to the contractor based on the

    PHA-approved schedule of amounts for contract payments.

    Generally, progress payments for acceptable work and

    materials delivered and stored on the site are made at

    30-day intervals.  Field Office authorization of progress

    payments, based on the approved payment schedule, is not

    required.

    a.  Contractor Request for Payment.  The contractor shall

        submit a request for payment for each project on Form

        HUD-51001, Periodical Estimate for Partial Payment.  The

        request shall be accompanied by the contractor's written

        designation of a certifying officer.  In addition, the

        contractor shall submit the following HUD forms or other

        appropriate forms, if applicable, with each periodical

        estimate for partial payment: Form HUD-51002, Schedule

        of Change Orders; Form HUD-51003, Schedule of Materials

        Stored; and Form HUD-51004, Summary of Materials Stored.

    b.  PHA Review and Approval.  The PHA shall review each

        Contractor request and shall approve the payment if the

        following conditions have been met.  If the contractor

        requests payment for items which have not been

        acceptably completed, the PHA shall delete those items

        and adjust the payment accordingly.

        (1)   the contractor request is consistent with the

              PHA-approved schedule of amounts for contract

              payments;

        (2)   the request does not include the amount to be

              retained by the PHA under the contract;
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        (3)   the work covered by the payment has been performed

              in accordance with the construction documents;

        (4)   the periodical estimate for partial payment has

              been properly executed and all applicable

              supporting documentation submitted; and

        (5)   the contractor has submitted all required reports,

              such as payroll reports.

    c.  Distribution of Documents.  The PHA shall retain the

        original periodical estimate for partial payment and any

        applicable supporting documentation for its file and

        return a copy of the PHA-approved forms to the

        contractor.

9-21.  AS-BUILT DRAWINGS.  The general contractor is responsible

    for providing all necessary information to the PHA architect

    in order that the PHA architect may prepare the as-built

    drawings.  The PHA architect shall provide the PHA with a

    copy of the as-built drawings for its file upon contract

    completion.  These drawings shall include all significant

    deviations from the working drawings approved by the PHA or

    the Field Office.

9-22.  SHOP DRAWINGS AND MATERIALS.  Where appropriate to the

    particular type of modernization being undertaken, the

    contractor shall prepare and submit shop drawings and

    material samples in accordance with the agreements reached

    at the preconstruction conference.

    a.  Contractor Submission.  The contractor is responsible

        for preparing and submitting shop drawings to the PHA or

        its architect.  The contractor's letter shall list the

        shop drawings being submitted and state whether the shop

        drawings deviate from the approved construction

        documents.  Each shop drawing shall include: a

        descriptive title and drawing number; a brief

        description of the work involved; the project number and

        name; the contractor's and any subcontractor's name; and

        evidence of the contractor's approval.

    b.  PHA Architect's Approval.  The PHA architect shall

        review the shop drawings to determine whether they are

        consistent with the construction documents.  The

        architect shall require that any corrections be made

        before approval.  Upon approval, the architect shall:

        (1)   sign and date each shop drawing and include the

              following statement:  "This shop drawing is
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              approved, but the contractor shall verify and

              shall be responsible for all related documents and

              job conditions on the work."

        (2)   send a letter to the contractor indicating that

              the shop drawing was approved and advising the

              contractor that:

              (a)   "This approval of the enclosed shop drawing

                    is general and does not relieve the

                    contractor of the responsibility for

                    adherence to the contract, nor is the

                    contractor relieved of the responsibility

                    for any error which may exist;" and

              (b)   if applicable, "The modification shown on

                    the enclosed shop drawing is approved in the

                    interest of the PHA to effect an improvement

                    for the project and is ordered with the

                    understanding that it does not involve any

                    change in the contract price or time; it is

                    subject to all contract stipulations and

                    covenants; and it is without prejudice to

                    any and all rights of the PHA under the

                    contract and bond."

    c.  Distribution of Documents.  The PHA architect shall

        retain a copy of the approved shop drawing and forward a

        copy to the contractor and the PHA.

    d.  Samples.  The contractor shall submit certificates,

        material samples, and test results to the PHA architect

        for approval.  The PHA architect shall advise the

        contractor of the reasons for any disapproval and

        request that another sample be submitted.  Approved

        samples and data shall be retained at both the PHA

        office and the project office for comparison during

        construction.

9-23.  CONTRACT MODIFICATIONS.

    a.  Content.  Modifications to contract work shall be

        documented by a written agreement, executed by all

        parties to the contract, describing the work

        modifications to be performed.  Contract modifications

        shall be prepared in the form prescribed by the Field

        Office and shall include the following:

        (1)   a detailed description of the proposed
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              modification;

        (2)   a reference to the applicable working drawings and

              specifications;

        (3)   a fixed price (credit, debit or no change) for the

              change in contract work;

        (4)   an estimate of any additional time required to

              complete the work;

        (5)   the contractor's itemized breakdown of the cost of

              materials and labor and an itemized breakdown for

              any applicable subcontractors;

        (6)   the change indicated on the architectural

              drawings, if applicable; and

*            (7)   the latest approved budget amount and the

              cumulative amount expended to date.              *

    b.  PHA Register.  The PHA shall maintain a separate

        contract modifications register for each contract.  This

        is required to provide a permanent record of all actions

        taken in connection with each contract.  The register

        shall identify:

        (1)   the number of the modifications;

        (2)   a brief description of the modification;

        (3)   the cost of the proposed modification;

        (4)   the date submitted to the Field Office, if

              applicable;

        (5)   any critical deadline dates that must be met by

              the Field Office;

        (6)   if applicable, the date of Field Office approval

              or disapproval and the action taken; and

        (7)   the amount of any additional time required by the

              contractor.

    c.  HUD-Established Threshold.  Based on an assessment of

        the PHA's past performance and in-house technical

        capability, the Field Office may establish a dollar

        percentage threshold over which the PHA shall submit

        contract modifications for prior Field Office review
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        and approval.

        (1)   Criteria.  In determining the appropriate dollar

              or percentage threshold for PHA submission, the

              General Engineer shall consider the following

              criteria:

              (a)   Past Performance in Reviewing Contract

                    Modifications.  In the past:

                    1    Proposed work was included in the

                         general scope of the contract;

                    2    Proposed work was a necessity and in

                         the PHA's interest;

                    3    Proposed work was consistent with the

                         Modernization Standards;

                    4    Proposed work could not practicably be

                         performed under a separate contract

                         after completion of the contract;

                    5    Any additional time required for the

                         proposed work was reasonable; and

                    6    Any additional costs were within the

                         latest approved budget.

              (b)   In-House Technical Capability.  The PHA has

                    a staff architect/engineer or experienced

                    staff who are capable of reviewing and

                    approving/disapproving contract

                    modifications.

        (2)   Notification to PHA.  After completing the

              assessment, the General Engineer shall notify the

              PHA of the established dollar or percentage

              threshold over which change orders are required to

              be submitted for prior Field Office approval and

              the reasons.  This notification shall be included

              in the letter to the PHA approving the CIAP

              Application.

    d.  PHA Certification.  The PHA may order or agree to a

        contract modification without prior Field Office review

        and approval, unless the modification, when added to

        previously approved modifications, would exceed the

        latest HUD-approved budget amount or the dollar

        threshold that has been established by the Field Office

        (see paragraph 7-1).  Where HUD approval is not
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        required, the designated PHA offical shall certify in

        writing to the following and send a copy of the

        certification and approved contract modification to the

        Field Office:

        (1)   The proposed work is included in the general scope

              of the contract;

        (2)   The proposed work is necessary and economical;

        (3)   The proposed work is consistent with the

              Modernization Standards;

        (4)   The proposed work cannot practicably be performed

              under a separate contract after completion of the

              contract;

        (5)   Any additional time required for the proposed work

              is reasonable; and

        (6)   Any additional costs are within the latest

              approved budget and do not, when added to other

              contract modifications previously approved by the

              PHA, exceed the HUD-established threshold.

    e.  Recognized Performers.  For alternative requirements

*            for recognized non-Indian performers, as defined in

        Chapter 11 of the Field Office Monitoring of PHAs

        Handbook 7460.7 REV-1, refer to that Handbook.         *

    f.  PHA Submission.  Where required, except in an emergency

        endangering life or property, the PHA shall submit

        contract modifications to the Field Office, Attention:

        Chief, AHMB, for review and approval before ordering or

        agreeing to any changes in the contract work.

9-24.  HUD REVIEW AND APPROVAL OF CONTRACT MODIFICATIONS.

    a.  Review.  Where submitted by the PHA, the General

        Engineer shall conduct a prompt review because

        modifications often affect work progress.  If the review

        indicates that the modification is due to an act by the

        contractor contrary to, or failure to act in accordance

        with, the terms of the contract, or a mistake by the PHA

        architect in preparation of the construction documents

        not to be expected under professional standards or other

        laxity in carrying out the terms of the contract causing

        monetary damage to the PHA, the General Engineer shall

        consult the Regional or Chief Counsel for legal advice

        as to where
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        responsibility lies.  The General Engineer shall

        recommend action that is consistent with this legal

        advice.  The General Engineer shall consult with the HMS

        regarding any required revisions to the program budget.

        To recommend approval, the General Engineer shall

        determine that the proposed modification meets the

        criteria in paragraph 9-23d.

    b.  Action.  The Field Office review shall be completed and

        the PHA advised of the results within 10 working days of

        receipt of the contract modification.  If the

        modification is approvable, with or without revision,

        the Director, Housing Management Division or designee

        shall approve the modification.  If the modification is

        not approvable, the General Engineer shall prepare a

        letter to the PHA for the signature of the Director,

        Housing Management Division or designee, advising the

        PHA of the reasons for disapproval.

    c.  Monitoring.  The General Engineer shall periodically

        review contract modifications approved by the PHA and

        the PHA register through on-site review of PHA files.

        If deficiencies are found, the Field Office monitoring

        letter (see paragraph 10-17a(3)) may require the PHA to

        submit proposed change orders over a reduced threshold

        to the Field Office for review and approval before

        issuance.

9-25.  TIME EXTENSIONS.  The contractor is responsible for

    completing the work within the time established in the

    contract.  However, the PHA may authorize any justifiable

    time extensions without prior Field Office review and

    approval.

    a.  PHA Records.  Upon contract completion, the PHA shall

        determine the number of calendar days and reasons for

        any delays beyond the date established in the contract.

        The PHA shall maintain a construction log to record

        potential causes for delays which may be used as the

        basis for granting time extensions or for determining

        the amount of liquidated damages to be assessed against

        the contractor.  The PHA shall maintain a record of the

        following:

        (1)   the daily temperature;

        (2)   the daily amount of precipitation;

        (3)   delays in obtaining labor and materials, including

              the duration and reason;
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        (4)   labor disputes or strikes, including the duration

              and the applicable construction trade;

        (5)   delays experienced by others in completing

              non-contract public improvements (whether on-site

              or off-site); and

        (6)   other causes for delays, such as fires, floods,

              vandalism or court orders.

    b.  Basis for Time Extensions.  In order to be considered

        for approval by the PHA, requests for time extensions

        must meet the following criteria:

        (1)   the contractor must have submitted a written

              notice to the PHA within 10 calendar days of the

              start of any delay; and

        (2)   the severity and extent of adverse weather could

              not have been reasonably foreseen by the

              contractor (normal seasonal levels of rain, snow,

              cold or heat should have been considered by the

              contractor) or the cause of the delay was beyond

              the contractor's control.

    c.  Contractor Request.  Immediately upon receipt of the

        contractor's notification of delay or request for time

        extension, the PHA shall send a letter of

        acknowledgement to the contractor.  The letter shall

        indicate that: immediate consideration will be given to

        the contractor's request; or the actual delay in work is

        difficult to determine and consideration will be given

        to the contractor's request upon completion of work.

    d.  PHA Finding of Fact.  The PHA shall review its records

        to ensure that the information provided by the

        contractor is accurate, to determine the cause of the

        delay and the extent that it was within the contractor's

        control, and to ascertain if the request meets the

        criteria established in subparagraph b.  Based on its

        review, the PHA shall prepare a "finding of fact" with

        the assistance of its architect and attorney and, in

        order to approve, determine that:

        (1)   the contractor's request, as documented by the PHA

              "finding of fact," meets the requirements of

              subparagraph b;

        (2)   the additional time and cost requested by the

              contractor is reasonable based on the nature and
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              duration of the delay; and

        (3)   if there is some question of the contractor's

              liability for the delay, the PHA "finding of fact"

              shall be reviewed in accordance with paragraph

              9-26.

* 9-26.  DISPUTES AND CLAIMS.  The PHA alone is responsible, in

    accordance with good administrative practice and sound

    business judgment, for the settlement of all contractual and

    administrative issues arising out of procurements.  The PHA

    shall have procedures to handle and resolve disputes.

    a.  PHA Notification.  The PHA shall promptly notify the

        Field Office of any problems or disputes experienced

        during modernization which could result in a claim by

        its architect or the contractor.  This may include

        claims for extra costs due to delays, claims for time

        extensions or extra costs based on PHA actions, or

        claims resulting from contract modifications.          *

    b.  PHA Records.  It is imperative that the PHA maintain a

        complete written and dated record of any actions that

        may result in a dispute or claim for damages.  This is

        required to protect the PHA interest during any

        litigation proceedings that may subsequently arise.  In

        such instances, the PHA shall, at a minimum, maintain

        the following: a complete and detailed job record;

        disputes and claims file, cross-referencing other

        pertinent files, for each dispute or claim; and any

        correspondence relating to the dispute, including

        written minutes of any meetings, which identify actions

        taken by the PHA, its architect or contractor, and

        decisions or agreements made concerning the dispute.

    c.  Contractor Notice.  The contractor must submit a written

        notice of claim to the PHA within the time period set

        forth in the contract from the date of the incident on

        which the claim is based.  The contractor's initial

        notice must identify the nature and scope of the claim,

        including extra costs sought by the contractor.  The

        contractor will subsequently be required to submit a

        detailed description and supporting evidence for the

        claim.

    d.  PHA Acknowledgement.  Immediately upon receipt of the

        contractor's notice, the PHA shall date stamp the notice

        and shall send a letter to the contractor acknowledging

        receipt of the claim.  The PHA's letter also shall

        indicate that: if the claim was filed within
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*            the required time period, the contractor is required to

        submit a detailed justification for the claim; or if the

        claim was not filed within the required time period, the

        contractor's claim is not eligible for consideration.  *

    e.  PHA Finding of Fact.  The PHA shall review its records

        to ensure that the information provided by the

        contractor is accurate.  Based on its review of the

        contractor's claim and its knowledge of the

        circumstances, the PHA shall prepare a "finding of fact"

        with the assistance of its architect and attorney.

*        f.  Field Office Responsibility.  The Field Office will not

        substitute its judgment for that of the PHA unless the

        matter is primarily a Federal concern.  Violations of

        law will be referred to the local, State or Federal

        authority having proper jurisdiction.  The contractor

        must exhaust all administrative remedies with the PHA

        before pursuing a claim with the Field Office.         *

9-27.  LIQUIDATED DAMAGES.  The contractor is responsible for

    completing the project within the time established in the

    construction contract unless time extensions are authorized

    in accordance with paragraph 9-25.  If the work is not

    completed by the contract date, the contractor shall be

    liable for liquidated damages resulting from such unexcused

    delays.

    a.  PHA Finding of Fact.  The PHA shall prepare a "finding

*            of fact" under paragraph 9-25, which identifies the

        amount of liquidated damages to be assessed against the

        contractor and the basis used in determining the amount.

        Liquidated damages shall be assessed at the rate

        established in the contract and shall be withheld from

        any payment due the contractor.

    b.  Field Office Responsibility.  The Field Office will not

        substitute its judgment for that of the PHA unless the

        matter is primarily a Federal concern.  Violations of

        law will be referred to the local, State or Federal

        authority having proper jurisdiction.  The contractor

        must exhaust all administrative remedies with the PHA

        before pursuing a protest with the Field Office.       *

      Section 5.  Contract Completion and Settlement

9-28.  EARLY OCCUPANCY.  The PHA may accept part of project for

    occupancy before contract settlement where the following
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    conditions are met:

    a.  The dwelling units to be accepted (except items approved

        for delayed completion) have been completed and are

        ready for occupancy;

    b.  The general contractor agrees to early occupancy and

        completion of items approved for delayed completion;

    c.  Early occupancy will not unduly inconvenience or

        represent a safety risk to tenants while the unfinished

        work is being completed;

    d.  The PHA has obtained occupancy permits from the

        responsible local agency for each unit to be accepted;

        and

    e.  The PHA has executed an occupancy agreement with the

        general contractor indicating that the PHA partially

        accepts specified work provided that the contractor

        accepts the responsibility to complete the project by

        the established completion date.

9-29.  FINAL INSPECTION.  The contractor shall provide prompt

    written notification to the PHA when all work is completed.

    A final project inspection shall be made when all work is

    completed.  Until the final inspection has been made, the

    PHA shall not advance any of the retainage or make the final

    payment to the contractor.

    a.  Inspection Date.  Upon receipt of the contractor's

        notification of the date when the work has been

        completed, the PHA shall conduct a final inspection

        within 10 calendar days.  The PHA shall notify the

        General Engineer of the scheduled inspection date.

    b.  Inspection Participants.  The final inspection shall be

        conducted by: a PHA representative; the PHA architect,

*            where applicable; the General Engineer, where required

        by the magnitude of work or other conditions; and a

        contractor representative.  The General Engineer is

        required to participate in the final inspection where

        the per unit modernization cost exceeds $10,000.       *

    c.  Inspection Conference.  The inspection team shall meet

        after completing the final inspection to determine

        whether; the work has been completed in accordance with

        the construction documents; there are any minor items of

        incomplete or unsatisfactory work (or seasonal work such

        as planting of shrubs and lawns) and reach agreement
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        on the items to be included on the PHA's or its

        architect's final punch list; or there are any major

        deficiencies which must be corrected by the contractor

        so that another final inspection can be made before

        contract settlement.

9-30.  SETTLEMENT DOCUMENTS.  Following final inspection, the PHA

    shall notify the contractor (including the CSP contractor)

    to submit the following documentation to the PHA:

    a.  Where appropriate, a certificate of occupancy issued by

        the responsible local agency for each building;

    b.  One notarized original and two copies of the

        contractor's release and certification which indicates:

        (1)   the work was completed in accordance with the

              construction documents, including change orders,

              except any minor items identified on the PHA's or

              its architect's proposed certificate of

              completion;

        (2)   the total amount due the contractor and a

              separately stated amount for each unsettled claim

              against the PHA;

        (3)   the PHA is released of all claims, other than

              those stated in the contractor's release; and

        (4)   wages paid to laborers or mechanics were

              consistent with the wage rate requirements of the

              contract and there are no outstanding claims for

              unpaid wages.

    c.  Assignment of all guarantees and warranties to the PHA;

        and

    d.  "Final" periodical estimate for partial payment.

9-31.  PHA SUBMISSION AND HUD APPROVAL.

    a.  PHA Submission.  The PHA shall submit the following to

        HUD:

*            (1)   For contracts over $50,000, submit to the AHMB, a

              copy of all settlement documents identified in

              paragraph 9-30, and the original and one copy of

              the proposed certificate of completion.

        (2)   For construction contracts over $2,000, but not  *
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*                  more than $50,000, which are subject to

              Davis-Bacon wage rates, or for construction

              contracts over $10,000, but not more than

              $50,000, which are subject to HUD-determined wage

              rates, submit to the Labor Relations staff, a copy

              of the proposed certificate of completion.

    b.  Review by AHMB.  Upon receipt of the contract settlement

        documents for contracts over $50,000, the General

        Engineer shall conduct a prompt review.  To recommend

        approval, the General Engineer shall determine that

        according to his/her best knowledge: all work has been

        completed in accordance with the construction documents;

        the proposed certificate of completion is acceptable;

        and the amount to be withheld from the contractor is

        sufficient to complete any items on the PHA's or its

        architect's punch list, including seasonal work.  After

        review, the General Engineer shall notify by form letter

        the Labor Relations staff that the contract settlement

        documents are in and request sign-off on the form letter

        if there are no known labor relations problems.  If

        there are problems, the Labor Relations staff shall

        indicate what they are and when they may be resolved.

    c.  Review by Labor Relations Staff.  Upon receipt of the

        proposed certificate of completion for contracts under

        subparagraph a(2), the Labor Relations staff shall

        determine whether there are any known labor relations

        problems.  If there are none, the Labor Relations staff

        shall so notify the PHA.  If there are any known

        problems, the Labor Relations staff shall so notify the

        PHA and the AHMB.

    d.  HUD Action.  AHMB and/or Labor Relations review shall be

        completed and the PHA advised of the results within 15

        working days of receipt of the contract settlement

        documents.  If the documents are in order, the General

        Engineer shall forward the certificate of completion to

        the Director, Housing Management Division or designee

        for signature and shall promptly return the original to

        the PHA.

9-32.  PAYMENT TO CONTRACTOR.  Upon receipt of the approved

    certificate of completion from the AHMB or notification from

    the Labor Relations staff that there are no known labor    *

    problems, the PHA is authorized to make payment to the

    contractor.

    a.  Contract Payment.  The PHA payment to the contractor
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        shall be the amount specified in the certificate of

        completion and shall not include any amount to be

        retained for disputed items and incomplete work, such as

        punch list or seasonal items.

    b.  Final Payment.  The PHA is not authorized to make final

        payment of any amounts withheld for contracts over

*            $50,000 without prior Field Office approval.  When     *

        punch list or seasonal work items are completed, the PHA

        shall prepare a revised certificate of completion for

        Field Office approval.

9-33.  WARRANTY INSPECTIONS.  The PHA is responsible for performing

    required warranty inspections, including the 11-month

    inspection, during the warranty period and promptly

    notifying the contractor in writing to remedy any defects

    relating to manufacturer or contractor warranties on

    equipment and systems and contractor warranties on materials

    and workmanship.

    a.  Contractor Responsibility.  Upon receipt of PHA written

        notice, the contractor shall promptly remedy any defects

        due to the use of faulty equipment or materials, or poor

        workmanship.  The contractor also is responsible for

        paying for any damage to other work resulting from such

        defects.

    b.  Warranty Period.  The warranty period for all

        construction work shall be at least 365 calendar days

        from the date specified on the final certificate of

        completion that is applicable to the work in question or

        such longer period as otherwise specified in the

        contract.

Section 6.  Contracts for Management Improvements and Other

                   Professional Services

9-34.  DETERMINATION OF NEED.  During Joint Review, the PHA and the

    Field Office shall reach agreement upon the PHA's need for

    professional consulting services.  Such services may be

    required, for example, to identify management problems and

    their causes and/or to develop and implement appropriate

    solutions.

9-35.  SELECTION PROCESS.  The PHA shall obtain professional

    consulting services by issuing an RFP, establishing a

*        competitive range based on technical qualifications and

    cost, holding discussions with those consultants within the

    competitive range and giving them an opportunity to submit

    revised proposals, holding final discussions, and then

    making an award to the responsible firm whose proposal is  *
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*        most advantageous, with price and other factors considered.

    a.  PHA Preparation of RFP.  The PHA shall prepare the RFP

        which shall contain: a brief description of the PHA and

        the project(s) to be modernized; specific consultant

        services required; time frame for provision of the

        services; all evaluation factors and their relative    *

        importance; submission deadline; and name of the PHA

        contact person.  The RFP shall request the consultant,

        if interested, to respond with a proposal that

        demonstrates an understanding of the required services,

        provides evidence of the firm's ability to perform the

        services and profiles of the firm's principles, staff

        and facilities, provides a cost estimate, and includes a

        completed Form HUD-2530, Previous Participation

        Certificate, marked "Modernization."

*        b.  PHA Advertisement of RFP.  The PHA shall advertise the

        RFP through: public announcement in local newspapers

        and, if appropriate, in national publications; direct

        requests to qualified consultants in the PHA's files

        which the PHA or other PHAs have previously retained;

        and direct requests to local associations of minority

        consultants.  The PHA shall furnish all interested

        parties with a copy of the RFP.

    c.  PHA Evaluation of Proposals.  The PHA shall evaluate all

        responses to the RFP against the technical evaluation

        factors and eliminate those that are obviously

        unqualified to provide the required services.  The PHA

        shall hold discussions with those consultants which are

        within the established competitive range and give them

        an opportunity to revised their proposals.  The PHA then

        shall hold final discussions and make an award.

    d.  Previous Participation Review.  Upon selecting and

        reaching agreement with the consultant, the PHA shall

        immediately transmit Form HUD-2530 to the Field Office

        (see paragraph 9-38b).

    e.  PHA Contract Execution.  Upon receipt of previous

        participation clearance and Field Office approval where

        required, the PHA shall immediately execute the

        contract, which must be either a fixed-price or

        cost-reimbursement with established ceiling type.

    f.  Contract Modifications.  The PHA shall not order agree

        to any modifications in the contract work where        *

12/89                                 9-36

_____________________________________________________________________

        prior Field Office approval is required.  Contract

        modifications shall include a description of the

        proposed modification in work, the fixed cost (credit,

        debit or no change) of the modification, and an estimate

        of any additional time required to complete the work.

* 9-36.  HUD-ESTABLISHED THRESHOLD.  Based on an assessment of the

    PHA's past performance in obtaining professional consulting

    services and administering such contracts, the Field Office

    may establish dollar thresholds over which the PHA shall

    submit RFPs, contracts and contract modifications for prior

    Field Office review and approval.

    a.  Criteria.  In determining the appropriate dollar

        thresholds, one for RFPs and contracts and one for

        contract modifications, the HMS shall consider the

        following criteria:

        (1)   Past Performance in Preparing and Administering

              Contracts.  In the past:

              (a)   RFPs have contained clear statements of

                    required services and contained all

                    mandatory information;

              (b)   Procurement has been conducted in compliance

                    with Federal requirements;

              (c)   Contracts have been cleared with the Field

                    Office under the previous participation

                    review process;

              (d)   Contracts and contract modifications have

                    accurately reflected HUD-approved work and

                    have been within the latest approved budget;

                    and

              (e)   Contract modifications have been within the

                    general scope of the contract.

        (2)   In-House Technical Capability.  The PHA has

              experienced staff who are capable of preparing the

              RFP and reviewing proposals and contract

              modifications.

    b.  Notification to PHA.  After completing the assessment,

        the HMS shall notify the PHA of the established dollar

        thresholds (for RFPs/contracts and for contract

        modifications) over which such documents are required to

        be                                                     *
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*            submitted for prior Field Office approval and the

        reasons.  This notification shall be included in the

        letter to the PHA approving the CIAP application.

    c.  Submission.  Where required, the PHA shall submit the

        RFP before advertisement, the contract before award, and

        any contract modifications before issue for each

        professional consulting service contract to the Field

        Office, Attention:  AHMB, for prior review and approval.

9-37.  PHA CERTIFICATION.

    a.  PHAs with Thresholds.  The PHA may advertise RFPs, award

        professional service contracts, and issue contract

        modifications without prior Field Office review and

        approval, unless the estimated contract or contract

        modification amount exceeds the dollar thresholds that

        have been established by the Field Office (see

        paragraphs 7-1 and 9-36).  Where HUD approval is not

        required, the designated PHA official shall certify in

        writing to the following and send a copy of the

        certification, executed contract, and approved contract

        modification to the Field Office:

        (1)   The contract (or modification) accurately reflects

              HUD-approved work and does not exceed the latest

              approved budget amount; and

        (2)   The contract has been cleared with the Field

              Office under the previous participation review

              process; or

        (3)   The contract modification is within the general

              scope of the contract.

    b.  Recognized Performers.  For alternative requirements for

        recognized non-Indian performers, as defined in Chapter

        11 of the Field Office Monitoring of PHAs Handbook

        7460.7 REV-1, refer to that Handbook.

9-38.  PHA SUBMISSION AND HUD APPROVAL.

    a.  RFP Review and Approval.  Where submitted by the PHA,

        the HMS shall review the RFP and advise the PHA of the *

        results within 10 working days of receipt.  The HMS

        shall prepare a letter to the PHA for the signature of

        the Director, Housing Management Division or designee,

        indicating approval, with or without modification, and

        authorizing the PHA to advertise the RFP, or
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*            indicating disapproval.

    b.  Previous Participation Review.  Upon receipt of Form

        HUD-2530, designated responsible staff (DRS) shall enter

        the principal's name into the automated system in

        accordance with the User's Guide.

        (1)   When the system reports that the principal may be

              granted 2530 approval, the DRS shall take the hard

              copy printout from the system and attach it to

              Form HUD-2530.  The Chief, AHMB, shall sign Part

              II of the form and place a check in Block A.  The

              DRS then shall forward the form to the Field

              Office Manager or, in co-located offices, the

              Regional Public Housing Director, for approval.

              The Field Office Manager or Regional Public

              Housing Director shall write "Approved" next to

              the names of the principals in Block 7, Page 1 of

              Form HUD-2530, and then date and sign the form.

              After approval, the DRS shall notify the PHA.  The

              Field Office shall process Form HUD-2530 within

              three working days of receipt.

        (2)   When the system reports that the principal has to

              referred to Headquarters due to a history of

              adverse or unsatisfactory performance, as

              indicated by either Form HUD-2530 or results of

              inquiries to the Farmers Home Administration or

              the State Finance Agency, the DRS shall request

              review by Regional or Chief Counsel.  Counsel

              shall review the sufficiency of evidence to

              support a Departmental hearing, as described in

              the Previous Participation Handbook 4065.1, The

              DRS shall submit the case, along with Counsel's

              review, to the Participation Control Officer (PCO)

              in Headquarters for either final action or

              referral to the Multifamily Participation Review

              Committee.  The DRS shall alert the PCO that Form

              HUD-2530 will be submitted.  In addition, the DRS

              shall notify the PHA of the status of the 2530

              clearance.

    c.  Contract Review and Approval.  Where submitted by the

        PHA, within 10 working days of receipt, the HMS shall

        review the proposed contract and prepare a letter to the

        PHA for the signature of the Director, Housing

        Management Division or designee, advising the PHA of any

        required changes or authorizing the PHA to proceed with

        execution.  To recommend approval, the HMS shall

        determine that the consultant is approved under the    *
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        previous participation review process and and that the

        proposed contract contains:

        (1)   a clear statement of the specific services,

              including tasks, to be performed;

        (2)   a description of the methodology to be used in

              carrying out the services;

        (3)   an identification of the type and frequency of

              written reports to be provided to the PHA;

        (4)   a time frame for completion of all services that

              is related to and coordinated with the physical

              improvements;

        (5)   a payment schedule that is related to the

              successful completion of specific tasks; and

        (6)   a total cost that is fair and reasonable.  Where

              the total cost exceeds the approved budget amount

              and adjustments can be made within the existing

              budget, the PHA shall be required to submit a

              budget revision.

*        d.  Contract Modification Review and Approval.  Where

        submitted by the PHA, within 10 working days of receipt,

        the HMS shall review the proposed modification and

        prepare a letter to the PHA for the signature of the

        Director, Housing Management Division or designee,

        advising the PHA of approval, with or without revision,

        or disapproval.

    e.  Monitoring.  At least twice a year, the HMS shall

        monitor management and other professional service

        contracts and contract modifications awarded by the PHA

        through on-site review of PHA files.  If deficiencies

        are found, the Field Office monitoring letter (see

        paragraph 10-17a(3)) may require the PHA to submit

        proposed contracts and modifications over a reduced

        threshold to the Field Office for review and approval

        before award.                                          *

9-39.  ABANDONMENT OR TERMINATION.  In the event of abandonment of

    the project or termination of the contract for any cause,

    under the respective sections of the contract, the terms of

    any settlement between the PHA and the consultant shall be

    subject to Field Office approval.  The PHA shall not

    disburse any monies to the consultant after the giving of

    notice of abandonment or termination until the Field Office

    has approved the settlement agreement.
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